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that general financial at the en
rt at all different

weraat the of
effect exercised th

contlnuanoo of the magnificent Veathe
conditions for the crops The greetlni

to the Soothern PaclOos flnanoli
plan by the speculative element in
Street wAs a curious commentary upon th
true character of ordinary
judgment A Pacific bond Uau-

Ht a tate assuming
thoilpgnl In the way of such a-

I8si5e 56u1d have been gotten over an
attended with Iho payment of
large comnipilon to an undnnvrlting
oite would not apparently have evoked

hbatlle criticism But an Issue of pre
fbrred stock noarranRcd that all Its benefit

to the Southern Paclfl
Blockholders substantial rights

amply1 equivalent to a great a dividend 01

Southern Pacific stock as could roasonahl
bo for some time to come whlcl
can and will be redeemed In future whei
financial condltlon are easier and which

etivwi the Southern company with i

amount of cashand free asitota In it-

Jreasuryi la t vague am

traditional reason that a preferred stool

anidd of common stock makes the
J t Valuable as If a
any ahead of than ne

would be It In well t

review for a moment a of the South

crh PacincB history When the contro
of the road from the possession ol

the late C P Huntington that gentle

4nonJ Svhd was ncvftraccuaed of having ex

travasant ideas on the subject of expendl
tureH Improvements stated
frankly to tile purchasers that the property

needed Zi000000 spent upon it at once
purpose of ordinary safety The

work of renovating and rebuilding the
Southern Pacific y tern was begun and
is now Hearing completion1 so that the
Southern Pacific lines fntn being in the
worst state of any railroad plant in

the land are now or soon will be In an

fine shape as lillY similar property C P
Huntington if he could see the road today
would hardly know it and the future of

the system as a great and profitable chan-

nel of commerce U very bright But it
hai cost money to accomplish all this

large proportion of the Money
cen furnished by the Union Pacific

road Company which owns nearly a ma-

jority of the Southern Pacific stock The
Pacific Company has in turn been

obliged to borrow the money it has lent
to the Southern Pacific Company Can it
boazpected that the Union Pacific

shall go on doing this indefinitely
arid not uk the Southern Pacific Company
now that the letters credit Is rehabilitated

assume its own burdens Is this note
signing by Union Pacific for Southern
Pacific to continue for a number of
o come Obviously not If the

UreHta of both roads are to be consulted
therefore shall the money be

not simply to the Union Pacific Corn

uany of course but to all the of
lie Southern Pacifics floating It

would have been Impossible to plan any
n6re Just or effective way of liquidating

debt than the one thathaa been adopted
To raise money for the use of any enter-
prise by stock Issues is always more pref-

erable to get jt by issuing
bonds falsely the
jntlre ItOOOOOOOO of new Pacific
preferred stock authorized will be issued
r e truth la and it may hero be
ind authoritatively stated that the
Pacific management neither has the least
ireeent intention of issuing this quantity
if wtock nor has the slightest
f any purpose for which such

Issued in future and that
rary tris of the management to

00 new preferred ae soon
s It can txssslbly do la said

that the rate of interest on the new
lock is high So it is but the
Utribut ion under it goes directly Into the
delects of the Southern Pacific stook

lolders and it rests those who assail
he rate to prove could have been
made smaller If the new stock bad been
nil out at 0 per cent Instead of 7 per cent

would have hardly sold above par and
rould not have rights to the old
tockholderH It therefore ajl-

irobability have been taken without the help
the costly services of an underwriting

iyndlcale assuming that such a syndicate
could have been formed and would have

in any event only a meets dulime
for a bond Issue would have

net the same dlfBculty although as all
ntelligent persons are aware legal
jDJectlorxs in this respect have
0 be overcome At what price would an

iiinvie of f 9000000 of Southern Pacific
ondB behind all the other obligations

f the system bearing 4 or 6 per cent
Interest within a few years and

accompaulsdi with a Union Pacific
guarantee or the backing of underwriters
aye sold The whole matter to
hjs practically that while it
eon a very ciroumstanoe if

banking house or tms company or
AAociatlons of bankers or trus companies
ail been willing to step forward and buy
great quantity of Southern Pacific junior

ecurltles in the same way Instance
hat Messrs J P Morgan A Co recently
nought the New York Central debentures-
he Southern Pacific Company Is not yet
na where such a thing is possible
ofar a dividends on Southern Pacific
fock are conoorned what has done
jrings ttlij distribution closer than ever
fore U Hives the company a large

unqunt of working capital allows earnings
tereafter o be counted as applicable to
llvidends Instead of being diverted to
mprovpmeht work and so improve the
Inanclnl condition of the company that Its
xinclf refunding operations later on will
o made easy Let It bftpald finally that

lobody In the present Southern Pacific
has ever encouraged the

tope that dividends on the existing shares
rrenear at hand or concealed in any way
lie that large expenditures upon the

were necessary It would
if events notsuch long time

Ihst fact plain The sole oonsldera
urged has of Southern

i stock as an for the
uturev and these merits stand out today
Jeerer than ever At Us present price
nd under ruling conditions and prospects
outhere Pacific is one of the cheapest
locks In the security market

Orconskf rably more importance than
the details of this transaction

1 Uw ryjflectlnn that the great capitalist
iterMts1 concerned in it would hardly
ass underlain U If they had not been
bnvineed the financial situation
ad greatly improved As a light thrown
pon the real judgment of these men re
ardlngthe prevent and future of business
he ventposs ss s chief interest Ex
ctly In same category lies the stresgth
nd breadth of the present market for

nd No on now asserts that this market-
i one manipulated by the bond
ad to an aJfak of spsooUtton or pndlcts
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most hl aest
and Un demand for thorn oobrdtolrlojt
testimony of every U i
Wall Street is greater than the supply

new going on at a rate fully
oif 1002 with railroad earnings
n that year and bank clearings as large
If those at the centre of stock market speed
latlon be left out of the reckoning Ii
spite of all the dismal predictions that
much dreaded of tha-

Mt in in the would worse at ijbii

present hour It is obviously growing better
general railroad earnings
show Improvement and a distinctly man
hqpeful tone Is visible in business circles
The recent feature of railroad report
has been that at least a decrease of opera-

ting expense hi being shown Thus
estimates were that the bad winter
the New York Central 14000000 in extraor-
dinary losses the roads gross earning
for the only decreased 10500

and its net earnings have only decline
11300000 The results of
on the Pennsylvania and other great
terns will no doubt soon be apparent
The strike on the Great Lakes has
and bituminous ooal and other product
are now moving over the railroad lln
to shipping points on the Lakes as usual
The anthracite coal business continue
unwontedly large In the iron and sloe
trade still but this great
industry is at present supported by thi
conviction that is wellnigh universal araoni
experienced business men that while
trade may continue depressed from
months yet the holding up of orders tot
iron and steel materials for all purpose
and especially for railroad issues will reiwll
in ah exceedingly active Iron and steel
year In JIM The richest men In this coun
try are now buying the stocks ot
States Steel Corporation whenever these
are weak

What U true of the Iron and steel trade
is true of business In general Sensible
people despite all that Wall Street bean
may say do not believe that a long period
of business depression awaits this country
They believe that the Presidential election
of this year will be less of a hindrance
bUHlncas than it ever hill been and thatin
fact It will be th leut Interesting event
of the kind that has ever occurred They
believe that there are elements of strength
In the present that
have never obtained before on correspond
ing occasions And the people that have
made more money in Wall Street than
anybody else In this channel believe that
if at the end of July the promise of the
seasons cropsU as radiant aslt Is today
we will see something resembling a cele-

bration in the security market This Is not
very much of a prophecy for there jp a
general of what the crops men
this year and at the end of July or bythe
middle of August the harvests for better-
or for worse are usually pretty surely
Indicated Every one knows now of
course that the general crop situation is

very much better than It was at this time
last year The season is late but since
May 1 with the exCeption a very few
days of cold and rainy weather the cli-

matic conditions for all crops have been
utmost perfect The present promise i

for the largest corn and cotton crops on
record for a winter wheat crop not greatly
below the average for a spring wheat crop
above the normal and that the quality of
all these staples iflll bo exceptionally fine
It will be to observe if warm
and sunny skies continue over the West
and South this week just how far short
ieling of Southern Pacific stock because
the company la going to jet money to pay-
off its floating debt and to put itself in first
rats financial condition will
market down though it will be In-

teresting to observe perhaps what will
eventually happen to the short sellers of
the Southern Pacific stock themselves
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Deposits received subject to cheque or on certificate ditty biUrvcsj

Travellers Letters of Credit issued Foreign Exchange

OFFICERS
LEVI P NORTON President
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